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Message from the President

Throughout its history in the home entertainment arena, Nintendo has created unique hardware

and software as one combined entertainment product with software as the primary driver.

Nintendo has focused its basic strategy on expanding the worldwide gaming audience. To achieve
this, Nintendo is encouraging as many people as possible around the world, through its unique
hardware and software offerings, to experience and enjoy video game entertainment, regardless

of their age, gender, language, cultural background or gaming experience.

Nintendo's first hardware launch in support of the basic strategy was a hand-held device,
Nintendo DS, which allows users to play intuitively. An upgraded version, Nintendo DS Lite, was
added later. In addition, Nintendo has introduced a new software lineup, Touch! Generations,
which expands the usage of video games and appeals not only to the traditional gamers but also

to people with no experience with video games.

Nintendo took another step toward expanding the worldwide gaming audience by launching an
unprecedented video game console called Wii. Wii translated the widely-popular intuitive
operation reflected in Nintendo DS to a video game console. The Wii Remote introduced intuitive
operation to establish a new standard for gaming interface. To make Wii relevant to each family
member, Nintendo is expanding its Wii offering with the addition of a wide assortment of
Channels in its Wii Menu, similar to having more TV channels, and is developing new types of
videc game entertainment such as Wii Fit which provides a fun approach to focusing on family

members’ health.

Nintendo’s intent is to have Nintendo DS and Wii accepted by wider audiences around the world.
Nintendo DS has been positioned as “a machine that enriches the owner's daily life” as a result of
its unique and expanding software library, including games which were not categorized as games
in the past. Nintendo has positioned Wii as “a machine that puts smiles on surrounding people’s

faces” by encouraging positive and fun interaction among family members.

Nintendo’'s pursuit of the strategy will never end.

S aﬁm@uﬂ:@) =,

Satoru lwata
President
Nintendo Co Ltd
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1953
Playing cards

"L

1966
Ultra Hand

%w&%

1889
Hanafuda

1889

Fusajiro Yamauchi, great-grandfather of Hiroshi Yamauchi {the former Prasident and
current executive adviser), began manufacturing and selling Japanese playing cards,
Hanafuda (flower cards), in Kyeto, Japan

Started manufacturing and selling the first western-style ptaying cards in Japan.

Established Marufuku Co, Ltd
Hiroshi Yamauchi took office as President.

Charged company name to Nintenda Playing Card Co., Ltd.
Built headquarters in Kyato, Japan and consolidated the manufacturing facilities.

Became the first company to succeed in mass-producing plastic playing cards in Japan,
Started selling cards printed with Walt Disney characters, opening a new market for
children’s playing cards in Japan.

Listed stock on the second section of the Osaka Securines Exchange and on the Kyoto
Stack Exchange

Changed company name to the current Nintendo Co., Ltd. Started manufacturing and
selling gamaes and toys in eddition to playing cards.

LPYEN

Built Uji plant in Kyoto, Japan.

Uttra Mach.ne

1974
Electro Poker

1949

Love Tester

1970

Stock listing was changed to the first section of the Osaka Securities Exchange. Started
selfing the Beam Gun series, employing opto-electronics.

-

Developed the Laser Clay shooting-range system to succeed bowling as a major
pastime.

AT

Developed image projection system employing 16mm film projector and entered into
the arcade business. Began exporting systems to the U.S. and Europe

“ 17

Developed Nintendo's first home videa game machines, TV Game 15 and TV Game 6.



1981
Con op Donkey Kang

97 1984 1990
Colur TV Game 15 Tam y Compuler Super Famicum
1965 MES 1991 SNES
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480 1982

Game & Wath Game & Watch Mut Screen

1980

Establshed a wholy owned subsid.ary, Nintendo of Amerca Inc in New York
Developed anc started selhing GAME & WATCH product ' ne, the tist portable LCD
video games with & m croprocessor

Developed and began distribution of the coin operated video game Donkey Kong

Establshed Nintendo of America Inc in Seattle, Washington and merged the New York
subsidiary into it

Started selling the nome wides game console Family Commputer System employing a
custom CPU iCantral Processing Un:t; and PPU ‘Picture Processing Unrt) Listed stock on
the first section of the Tokya Stock Exchange

Re’eased the Mimterdo Entertainment System sNES,, the U5 version of the Family
Computer Systere n the US The NES game. Super Mano Bros became a smash hit
around the wor d

Started sefiing the Farmily Computer Disk Drive System 1o expand the functions of the
Farmuly Computer System in Japan Released NES n Europe

Released the Legend of Zelda nthe U §

Cn-line stock krokerage services uthaing the Family Computer Network System are
started in Japan ;o ntly with Nomura Secuniies Enfarged Up plant and buit Up Ogura
plart in Kyoto, Japan N ntendo of America ne publshes the frst ssue of Nintenda
Power magazin:

introduced Garme Boy the first portable hard hed game system with intercrangeab e
game paks .n japan and tre LS

1989
Gameboy

1990

N ntendo enters the 16 bt consa'e market with the reiease of the Super Famicom n
Japar Estab'shed Nntendo of Europe GmbH n Frankturt, Germany Released Game
Boy in Eu-ope

The 16 bit Super Nintende Entertainment System (Super NES), along with Super Mario
World, 15 released n the U §

Super NES released in Europe Nintendo of Amenca Inc develops portable Fun Centers
to help the Starhght Chidren’s Foundation bring happrness to hospitatized children by
allowing them to enjoy their favernite video games during hospital stays

Estabhshed subsid anes n France. UK the Nether'ands, Belgum, Span and Australa
The Nintendo Gateway program s ntroduced to prowide Nirtendo enterntainment to
a rine passengers and hotel guests in the U S Buwft Up Okubo plant in Kyoto Japan

Released the Super Game Boy, a peripheral tor the Super NES. which enables Game Boy
software to be played on TV screen Released Donkey Kong Country for Super NES that
uses propretary Advanced Computer Model ng (ACM) graphics Up, Up Cgura and Up
Okubo plants received 1SO 9002

Started selling SatellaView adapter tor Super Famicom in Japan, enabling the system 1o
recewve digital data from broadcast satelite Nintendo introduced a 32-bit Virtuai
Immersion system known as the Virtual Boy

Lauvnched MNintendo 64 i Japan and the US The first software title, Super Mano &4, s
proclamed by many as “the greatest video game of a' timel” Nintende ntroduces the
Game Boy Pocxet. a sleeker, 30 percent smaller version of the worid s most popu'ar
hand he!d vdeo game system Pohemon Red & Biue tor Game Boy are niroduced
Japan
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Hardware

Game Boy Advance (GBA) |

Nintendo GameCube (GC)

Nintende DS (DS)

Wii

GC
DS

wWii

GBA
GC
(35

Wii

As of March 31, 2007
Units in Millions

Worldwide
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Hardware Worldwide
NES 61.9
Game Boy 118.7
SNES 49 .1
Nintendo 44 32.9

Game Boy Advance hardware shows the combined total of Game Boy Advance, Game Boy Advance SP and Game Boy micro
Nintendo DS hardware shows the combined total of Nintendo DS and Nintendo DS Lite.




1994 2001

1995 2o
Votua Boy G1amepoy Adeanve
2000

Nintendo ntroduces the innovative Rumble Pak attachment for the Nintendo 64
controller which enables game players to feel vibrations durng gameplay N ntendo 64
b 1s the Europear market In Japan. N ntends ntreduces the Ninterdo Power system to
convenience stores where game players can rewrite thew Super Famicom game content
Pokemaon TV series starts n Japan

Nintenc o intraduces Game Boy Color along with innovative devices called the Game
Boy Camera and Printer, bringing new life to the longest runming it in the histary of
interact ve enterta-nment Pokemon, a breakthrough game concept for Game Bov.
introduc ed overseas and generates an international craze to catch em all' Pokemon the
1st mowe s released in Japon Nintendo introduces Hey You, Pikachu' in Japan wrth
Nintenao 64 VRS, the first Voice Recogmition System for console wideo games Released
the Legerd of Zelda Ocar na of ™ me” for Nintendo 44 worldwide

Game Boy Color games, Pokeman Gold & Siver. are ntroduced n Japan Randnet DD,
jomnt venture with Recrut Co . intraduced '464D0D peripheral tor Nintendo 64

Game Eoy sells its one hundred millionth urit Introduced Kirby s Tuz n Tumble Game
Boy garne. the first wideo game software with “motion sensor’ techrology i Japan
Pokernon Crystal Version for Game Boy Color 5 inroduced in Japan The headquarters
of Nintendo Co , Ltd are relocated from the Higashiyama ward to the Minam)-ward of
Kyoto, Japan

Started seiing Mobiie Adapter GB system v Japan, which inks Game Boy Co'or ard
Game Boy Advance ta cell phones Launched Game Boy Advance woridwide The new
version of Game Boy employs a 32 bt CPU and can gererate 32,000 colors
simultanecusly on the scteen Launched Nintenda GameCube in Japan and in the US
e-Reader. which scans special barcodes printed an paper cards, s mtroduced as a
periphe al for Game Boy Advance Introduced Mintendo GameCube Game Boy
Advance Cab'e 10 connect Minterdo GameCube with Game Boy Advance

Nonter do GameCube W

2923 2004 203
Game Boy Advarce MNptendr DS hNortendo DS L te
5P

N atendoe GameCube hits the European and the Austrahan markets Satoru lwata takes
off ce as Presdent of Nintendo Co . Lid Introduced Pakemon Ruby & Sapphire for
Game Boy Advance

Launched Game Boy Advance SP. equipped with iront 4t screen, rechargeable Lithium
lon battery, and compact folding design Introduced Game Boy P'ayer, which enables
Game Boy software to be played on the TV screen Establshed the Tokyo Software
Design ng Department to fatibtate deve cpment n Tokyo Begar ar online membership
service. Club Nimendo

Launched the Game Boy Advance software Classic NES Series The hand-held gaming
dewice Nntende DS, which opened up a new style of entertarment with 1ts dual
screens, touch contral wireless caommuncation and voice recognrion tecknalogy.
launched i Japan and inthe U 5

Launched Nintendo DS in Europe and sn Austraha Launched Game Boy micro, a
lightwe ght version of the Game Boy Advance equipped with & back hght screen,
worldwide Kicked off lintendo Wi F- Connection the wareless internel seraice for the
Nirtendo DS which has three key elements, “easy, safe and charge free” Introduced
Touch! Generations titles, aimed at esxpanding the user base Among these utles
Nintendags cultivated a new user demographic Also from the l.ne up, Bra:n Age Tran
Your Brain in Minutes a Day, coupled with i1s sequel version, and Big Brain Academy.
wh ¢h tormed a rew brain raining genre, were released in Japan

Launched Nintendo DS L1e a smaier and lighter version ot the Nintendo DS equipped
with a brghter screen Established a subsidiary '» South Korea Introduced Pokemon
Diamend & Pearl for Nintendo DS i Japan Launched W afong with the unprecedented
Wi Remote wh¢h makes game control intutive
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Game Boy Advance (GBA}

Nintendo GameCube (GC)

MNintendo DS (DS)

GC
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Wi

GBA

GC
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Wii

As of March 31, 2007
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Software Worldwide
NES 500.0
Game Boy 501.1%
SNES 3799

Nintendo 64 225.0
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Five-Year Summary

Years ended Marcr 31

For the Pericd
Net sales
Operating income
Net income

At the Period-end
Total assets
Property, plant and equipment - net
Shareholders’ equity

Years ended March 31

Per Share Information
Net income*
Cash dividends®?

¥

Japanese Yen in Millions

2007 2006
¥365.6%4 ¥508 827
225,943 91,223
174,290 98,378
1,575,897 1,160,703
57,600 55,968
1,101,880 974,09

2007 2006
¥1,362 61 ¥762.28
630 390

2005 2004 2003
¥514,988 ¥514,409 ¥503,748
113,458 110,223 100,252
87,416 33,194 57,267
1,132,482 1,010.031 1,085,519
54,420 55,085 53,369
921,467 830,248 890,370

Japanese Yen

20035 2004 2003
¥662 96 ¥246 93 ¥482 15
270 140 140

$

U5 Dollars in Thousands (Note 1}
2007

$8,183.173
1,914,772
1,477,038

13,352,519
488,138
9,337,967

U S Dallars (Notel)
2007

§11 55
585

A The computations 2f nel ncame per share ut (ommon stock are based or the weighter average nambiar of shares gutstanding lext'uding treasury stork dunng each fara year
3 Cask Ay dends per share reprasent the g maurts apnin abe 1o the respec re “acar years ingluning daadends to be padd after the end of sach hscar vear

Common Stock Information

Years erdued March 31

First Quarter
Second Quarter
Third Quarter
Fourth Guarter

¥

$

Japanese Yen US Dollars (Note 1)
2007 2006 2007
Highest Lowest Highest Lowest Highest Lowest
¥20,020 ¥16,510 ¥12,440 ¥11,200 £169 66 3139 92
25,000 19,030 13,330 11,140 211 86 161 27
31,600 23.310 14,510 12,600 2627 187 54
36.050 28,310 17,880 14,410 305 51 239 92

The preceding table sets forth the highest and lowest sale pnces during Fiscal 2007 and 2006 for Nintendo Co |, Ltd common stock, as reported on
the Osaka Securtties Exchange. Sectior 1 Nintendo Co |, Ltd common stock 1s also traded on the Tokyo Stock Exchange, Section 1



Analysis of Operations and Financial Review

Overview

The video game industry has developed as one of the few entertainment fields which was launched and has been driven for
many years by Japanese companies. Success in the industry has historically been based on increasingly spectacular graphics and
more complex games. In recent years, however, games that have been developed based on this traditional formula for success
have not necessarily gained popularity.

Nintendo has consistently executed a strategy to expand gaming to the masses and has made great progress in cultivating the
fernale and senior demographics. Untit recently, these demagraphics tended to be less interested in games, however, with the
launch of “Nintendo DS” and multiple software releases from its software fineup known as "Touch! Generations”, Nintendo has
successfully expanded the usage of video games. In addition, Nintendo's new video game console, "Wii”, is providing intuitive
operation and unprecedented playing experience using the Wii remote. “Wii" has been attracting expanded audience
demographics as well as conventional gamers following last year's launch, and consequently has gained wide-spread popularity.
The video game industry is now on a new growth path driven by the strong performance of both “Nintendo DS" and “Wii".

Revenue and Expenses

With respect to safes by business category within the Electronic Entertainment Products Division, “Nintendo D$” and “Nintendo
DS Lite"” sold a total of more than 23 million units worldwide during the fiscal year, {40.28 million units life-to-date), due to robust
sales of "Nintendo DS Lite” after its March 20056 launch in Japan and its June 2006 release overseas. In addition, “Nintendo DS”
software enjoyed a boost in sales. For instance, “New Super Mario Bros.”, the side-scrolling action game with easy access and
user-friendly operation, sold 9.5 million units on a worldwide basis. “Brain Age: Train Your Brain in Minutes a Day!” was released
overseas after achieving popularity in Japan and has cultivated a new market segment of brain training overseas. “Brain Age” has
sold a total of 8.08 million units worldwide including its sequel version released in Japan (12 million units life-to-date).
“Nintendogs” continued to enjoy favorable sales overseas, reaching a total of 6.95 million units (13.6 million units life-to-date).
“Pokémon Diamond and Pearl”, the latest series of "Pokémon” launched last September in Japan, sold 5.21 million units and will
be released overseas in the first half of the 2008 fiscal year. As a result, the number of new software titles and long lived titles has
increased, generating a significant rise in handheld software sales in the fiscal year.

As for the console business, "Wii” hardware got off to an outstanding start with sales of 5.84 million units worldwide within the
first five months after launch. "Wii" software, such as “The Legend of Zelda: Twilight Princess”, which allows the player to feel the
virtual world come alive by handling the Wii remote as swords or bows and arrows, and "Wii Sports”, which consists of five
different games simulating real life sports, sold extremely well.

As a result, consolidated net sales for fiscal 2007 were ¥965.6 biliion (38,183 million). Gross margin was ¥397.4 billion ($3,368
million). The gross margin ratio decreased slightly by 1% point compared with the previous fiscal year ta 41%. Selling, general and
administrative expenses amounted to ¥171.4 billion ($1,453 million). Operating income was ¥225.9 billion ($1,915 million). The
operating income ratio increased by 5% points compared with the previous fiscal year to 23%. Interest income was ¥34.0 billion
($288 million), while foreign exchange gains were ¥25.7 billion ($218 million) due to Japanese yen depreciation. As a result, net
income for fiscal 2007 was ¥174.3 billion ($1,477 million). The net income ratio decreased by 1% point compared with the previous
fiscal year to 18%.

Cash Flow

The ending balance of cash and cash equivalents (collectively, “cash”) as of March 31, 2007 increased by ¥71.5 billion compared
to the previous fiscal year-end to ¥688.7 billion (35,837 million}.

Net cash frorn operating activities increased by ¥274.4 billion {$2,327 million) primarily due to increases in income before income
taxes and minority interests and notes and trade accounts payable.

Net cash from investing activities decreased by ¥174.6 biilion ($1,480 million) mainly resulting from the decrease in time deposits
exceeding the increase.

Net cash from financing activities decreased by ¥50.1 billion ($425 million) mainly due to payments for cash dividends.



Financial Position

Total liabilities were ¥473.6 billion ($4,013 million) as of March 31, 2007, and the current ratio was 2.98. The balance of cash and
cash equivalents was 1.45 times total liabilities. Working capital was ¥926.2 billion ($7,849 million). The receivable turnover period
decreased by 9 days compared with the previous fiscal year to 25 days. Inventories were ¥88.6 billion ($7571 million). The inventary
turnover penod was 23 days. The debt-to-equity ratio was 0.43 at the end of March, 2007.

Common Stock Activity

During the fiscal year ended March 31, 2007, the Nikkei stock average rose 1% to ¥17,287.65 ($144.51). The stock price of
Nintendo Co., Lid. (“the Company”) rose 95% and ended the year at ¥34,250 ($290.25). The Company raised its annual dividend
from ¥300 to ¥690 ($5.85) per share for fiscal 2007. On a consolidated basis, the dividend payout ratio was approximately 51%.
Foreign shareholders constituted 44% of total outstanding shares at the end of March, 2007.

{Note) The amounts presented herein are stated in Japanese yen and have been transiated into U S. dollars sclely for the converience of readers
outade Japan at the rate of ¥118 to US$1, the approximate rate of exchange at March 31, 2007

Risk Factors

Listed below are the various nsks that could significantly affect Nintendo's operating performance, share price, and financial
condition. However, unpredictable risks may exist other than the risks set forth herein.

Note that matters pertaining to the future presented herein are determined by Nintendo as of the end of annual consolidated
tiscal period ended March 31, 2007.

{1} Risks around econemic environment

sFluctuation in foreign exchange rates

Nintende distributes its products globally with overseas sales accounting for approximately 67% of total sales. The majority of
monetary transactions are made in local currencies. in addition, the Company holds a substantial amount of assets including cash
deposits denominated in foreign currencies without exchange contracts. Thus, fluctuation in foreign exchange rates would have
a direct influence on earnings not only when foreign currencies are converted to Japanese yen but also when revaluated for
financial reporting purposes. Japanese yen appreciation against the U.S. dollar or Euro would have a negative impact on
Nintendo's profitabulity.

{2) Risks around business activities

eFluctuation of and competition in the market

Nintendo’s business is engaged in one segment of the broad entertainment field. However, its business can be affected by
trends in other entertainment fields. If consumer preferences shift to other forms of entertainment, it is possible that the video
game market may shrink. The emergence of new competitors resulting from technological innovation could have a detrimentai
impact as well.

In the video game industry, it may become even more difficult to be profitable due to large investments required in research,
development and marketing. In addition, price competition may intensify if additional large enterprises enter into the market. As
a result, Nintendo may find difficuity in maintaining or expanding its market share as well as sustaining profitability.

sDevelopment of new products
Alttough Nintendo continues to develop innovative and attractive products in the field of computer entertainment, the
development process is comglicated and includes many uncertainties. Various risks involved are as follows:

@ Despite the substantial costs and time needed for software development, there 1s no guarantze that all new products will be
accepted by consumers due to ever shifting consumer preferences. As a result, development of certain products may be
suspended or aborted.

@ Development of hardware is complex and time consuming. Technology continuously advances, however, it is possible that the
Company may be unable to acquire the necessary technology which can be utilized in the gaming segment of the
entertainment field. Furthermeare, delays of hardware launches, could be adversely affect market share.

@ Dus= to the nature of Nintendo products, it may become difficult to develop or sell the praducts as planned, which could lead
1o significant variances from income projections.

17




Analysis of Operations and Financial Review

eProduct valuation and adequate inventory procurement

Products in the video game industry are significantly impacted by consumer preferences as well as seasonality characterized by
relatively short life cycles and huge demand around the holiday season. Although production is projected based on the forecasted
equilibrium point of supply and demand, it is difficult to forecast demand accurately, which may lead to excess inventory. Obsolete
inventory could have an adverse effect on Nintendo’s operations and financial position.

*Qverseas business expansion and international activities

In addition to Japan, Nintendo engages in business in the Americas, Europe, Australia, Asia and other areas throughout the
world. Expansion of business to these overseas markets involves risks such as (1) unpredicted enforcement or changes to laws or
regulations, @ disadvantages from emergence of paolitical or economic facters, ) disadvantages from inconsistency of multifateral
taxation systems and diversity of tax law interpretation, @ difficulty of recruiting and securing human resources, (5 social disruption
resulting from terrorist attacks, war, and other catastrophic events.

*Dependency on outside manufacturers

Nintendo cammissions a number of outside manufacturers to produce key components or assemble finished products. in the
event one or more of these businesses fail, Nintendo may have difficulty procuring key components or manufacturing its products.
In addition, suppliers may be unable to provide necessary components on a timely basis. A shortage of key components could
cause margin decline due to higher costs, shortage of praducts and quality control issues. These issues may impair the relationship
between Nintendo and its suppliers.

Furthermore, as many suppliers’ production facilities are located overseas, potential production interruptions caused by riots
or disasters in the area would negatively affect Nintendo’s business.

°Business operations affected by seasonal fluctuation
A major portion of demand is focused around the holiday season. Should Nintendo fail to release attractive new products or
supply hardware during the period, it would suffer unfavorable operating performance.

(3) Other risks
Other than risks set forth above, factors such as product liability, limitations of protecting inteliectual property rights, leakage
of consumer’s individual infermation and canfidential information, changes in accounting standards and taxation system, litigation,
uncollectibility of trade accounts receivable and notes receivable, collapse of financial institutions and environmental regulations
may adversely affect Nintendo's performance and financial position.



Report of Independent Auditors

To the Board of Directors and Shareholders of Nintendo Co., Ltd.

We have audited the accompanying consolidated balance sheets of Nintendo Co , Lid and its subsichanies as of March 31, 2007,
and the related consolidated statements of income, shareholders’ equity, and cash ilows for the year then ended, all expressed in
Japanesz yen. These consolidated financial statements are the responsility of the Company’s management. Our responsibility 15
to express an opinion on these consolidated financial statements based on cur audits,

We ccnducted our audits in accordance with auditing standards generally accepted in Japan. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of
matenal misstatement. An audit includes examining, on a test basis, ewdence supporting the amounts and disclosures in the
consolidated hnanc-al statements An audit alsa includes assessing the accounting pnnciples used and signiicant estimates made
by management, as well as evsluating the overall consolidated financial statement presentation. We believe that our audits
prov de a reasonable basis for our opimon.

In our opimon, the consohidated financial statements referred 1o above present tarly, in all matenal respects, the consolidated
financial posion of Nintendo Ce., Ltd. and 1its subsicharies as of March 31, 2007, and the consolidated results of their operations
and thew cash flows for the year then ended in confermity with accounting principles generally accepted in Japan.

The amounts expressed 1n L.S. dollers, which are provided solely tor the convenience of the reader, have been trans ated on the
basis set forth i Note 1 to the accompanying consoldated financial staterrents

Migugﬂ O...,UI Cu-?‘;t /é(wma?uc&' ﬁao&,( C&*\fﬂ/\.amw_.

Misuzu Audit Corporation Yamaguchi Audit Corportaion
Kyote, Japan Yamaguchi, Japan
June 28, 2007

Report of Independent Auditors

To the Board of Directors and Shareholders of Nintendo Co., Ltd.

We have audited the accompanying consolidated balance sheets of Mintendo Co., Ltd. and its subsidianes as of March 31, 2006,
and the -elated consolidated statements of income, shareholders’ equity, and cash flows for the year then ended, all expressed in
Japanesa yen. These conscldated financial statements are the responsibility of the Company's management. Cur responsibility 1s
10 express an opimon on these consolidated hinancial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan. Those standards require that we
plan and perform the audt to obtain reasonable assurance about whether the consolidated financial statements are free of
matenal misstatement. An audit includes examining, on a test basis, ewidence supporting the amounts and disclosures in the
consoldated financial statements. An audit also includes assessing the accountng principles used and significant esumates made
by management, as well as evaluating the overall consolidated financial statement presentation. We believe that our audits
provide a reascnable basis for our opinion.

In our opmion, the consohdated financial statements referred Lo above present fairly, in all matenal respects, the consolidated
fnancial positon of Nintendo Co., Lid. and its subsichanies as of March 31, 2006, and the consolidated results of their operations
and therr cash flows for the year then ended in conformity with accounting principles generally accepted in Japan.

The amounts expressed n U.S. dollars, which are provided solely for the convemence of the reader, have been translated on the
basis set forth in Note 1 to the accompanying consolidated financial statements,

Mifu.}« CudA

( fovwaty CL#A-N}«. v, mx—/L—Co-v'ﬂ-f

Misuzu Audit Carporation (formerly ChuoAoyama PricewaterhouseCoopers)
Kyeto, Japan
June 29, 2006
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Consolidated Balance Sheets

¥

Japanese Yen in Millsons

1.5, Dollars in Thousands (Note 1)

As of March 31, 2007 2006 2007
Assets
Current Assets
Cash and cash equivalents (Note 3} ¥688,737 ¥617,139 $5,836.757
Short-term investments (Note 4) 413,042 276,832 3,500,352
Receivables -
MNotes and trade accounts receivable 89,667 43,826 759,886
Allowance for doubtful accounts (1.887) {1,515) (15.991)
Inventories (Note 6) 88,610 30,836 750,931
Deferred income taxes {(Note 9) 35,632 24,170 301,963
Other current assets 80,872 27,443 685,365
Total current assets 1,394 673 1,018,733 11,819,263
Property, Plant and Equipment
Land 32,598 32,604 276,237
Buildings and structures 40,874 40,508 346,398
Machinery, equipment and automobiles 27,864 22,641 235,151
Construction in progress 218 4 1,843
Total 101,554 95,194 860.629
Accumulated depreciation (43,954) {39,225} {372.491)
Property, plant and equipment - net 57,600 55,969 488,138
Investmants and Other Assets
Investments in securities (Note 4) 92,412 60,213 783,156
Long-term deposits 11,805 11,747 100,042
Deferred incormne taxes (Note 9} 14,414 10,315 122,156
Other assets 4,693 3.778 39,764
Total investments and other assets 123,324 86,003 1,045,118
Total ¥1,575,597 ¥1,160,703 $13,352,519

See notes to consobdated financial statements
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¥

Japanese Yen in Mulans

$

U5 Dallars n Thousards (Note 1,

s 0 Marct 11 2007 2006 2007
Liabilities and Shareholders’ Equity
Current Liabilities
Notes and trade accounts payabie ¥330.891 ¥99,022 $7,804,163
Accrued income taxes 90.013 53.04¢C 752,823
Other current liabilities 47,537 30.213 402,811
Total current liabilities 468.436 182.275 3.969.797
Non-current Liabilities
Non-current accounts payable 698 862 5919
Reserve for employees’ retirement
and severance benefits (Note 7) 4,434 3.299 37.658
Total nen-current liabilities 5142 4161 43,578
Minority Interests 139 176 1,177
Shareholders’ Equity
Common stock
Authorized - 400,000,000 shares
Issued and outstanding - 141,669,000 shares 10,085 10.065 85,300
Additional paid-in capital 11,587 11,585 98,182
Retained earnings 1,220,283 1.096.074 10,341,467
Unrealized gains on other securities (Note 4) 8,898 10.717 75,407
Translation adjustments 6,433 183 94 517
Total 1.257.276 1,128,204 10,654,883
Treasury stock, at cost
13,765,787 shares in 2007 and 13,754,896 shares in 2006 {155,398) 1155.113) {1,316,916)
Total shareholders’ equity 1.101,880 974.091 9,337,967
Total ¥1,575,597 ¥1,160,703 $13,352,519

SBE’. aates 10 consasdated Faark s statermants



Consolidated Statements of Income

Years ended March 31,

Net sales
Cost of sales {Notes & and 8)

Gross margin
Selling, general and administrative expenses (Note B)

Operating income

Other income {expenses)
Interast income
Foreign exchange gains - net
Reversal of unrealized losses on
investments in securities {Note 4)
Gains on sales of
investments in securities - net (Note 4)
Reversal of reserve for directors’
retirement and severance benefits
Unrealized losses on
investments in securities {Note 4)
Cther - net

Income before income taxes and minority interests

Income taxes (Note 9)
Current
Deferred

Total income taxes

Minority interests

MNet income

¥

Japanese Yen in Millions

U.5. Dollars in Thousands (Note1)

2007 2006 2007

¥965.614 ¥508,827 $6,183.173
568,222 293,804 4,819,440
397,392 215,023 3,367,732
171,449 123.800 1,452,960
225,943 81,223 1,914,772
33,987 22,498 288.026
25,742 45,516 218.1%1

- 1,408
892 3,420 7,559

1.237
(336} (1,383) (2.847)
3.373 2,551 28,588
289,601 166,471 2,454,749
129.145 74,431 i,094 445
{13,797} 16,292) (116,919}
115,348 68,139 977.526
(37} (4B) {315)
¥174,290 ¥08.376 $1,477.038

Years ended March 31,

Per Share Information
Net income (Note 2M)
Cash dividends (Note 2M)

See notes to conscolidated financial statements.

¥

Japanesge Yon

11.5. Dollars (Note 1)

2007 2004 2007
¥1,362.61 ¥762.28 $41.55
690 390 5.85




Consolidated Statements of Shareholders’ Equity

¥

Japarese Yer n M lions

; Mumber of C Additiana Reta ned Unreat.zed Teanslat.on Treasur
commaon shares omrmon paid- n qans on Ty
Years oo ge 1 Mank 31 2207 ara 2006 v thousands stock captal earnings other securtios  adiustments stock at cost
Balance, April 1, 2005 147,668 ¥10,065 ¥11,564  ¥1.032.835 ¥7.195 ¥i10.315)  ¥(129.897)
Net income 98,378
! Cash dividends {34,469}
Directors' bonuses {170}
Gains on disposal of treasury stock 1
Unrealized gains on other securities 3.522
Translation adjustments 11.078
Net changes in treasury stock 125.216)
Balance, March 31, 2006 141,669 10.065 11,585 1,086,074 10.717 163 {155,113
Net income 174,290
Cash d vidends {49 886)
- Directors' bonuses {185)
Gains on disposal of treasury stock ?
Unrealized gains on other securities (1.819)
Translation adjustments 5670
Net changes in treasury stock (2831
Balance, March 31, 2007 141,668 ¥10,065 ¥11,587  ¥1,220,293 ¥B,898 ¥5,433 ¥(155,3961
U S Dollars i &usands (Noal)
Common Agﬁ:;?:ﬂ' Reta ned Ug;?:; ;end Translation Treasury
Vog s e ddet Mank 30 2007 ana 2006 stock capital earmings cther securnies adjustments stock at cost
Balance, March 31, 2006 $85,300 $98,179 59,288,761 $90.824 $6.,461 81,314,513
Net income 1.477.038
Cash dividends {422.764)
Directors’ bonuses [1.568)
Gains on disposal of treasury stock 13
Unrealized gains on other securities (15,07}
Translation adjustments 48,056
Net changes in treasury stock {2.403)
Balance, March 31, 2007 $85.300 $98.192 $10,341,487 $75,407 $54,617  3{1,316,816)

See 7utes e dated Argne 4 state Ter by




Consolidated Statements of Cash Flows

¥

Japanese Yen in Mithons WS, Dallars in Thousands [Note 1)
Years ended March 31, o 2007 2006 2007
Cash Flows from Operating Activities
Net income ¥174,290 ¥98,374 $1,477.,038
Depreciation and amortization 5,969 3,592 50,582
Increase (decrease) in allowance for doubtful accounts 313 {511} 2,655
Increase (decrease) in reserve for employees’ retirement and
severance benefits 1,089 {43) 9,232
Deferred income taxes (13.796) {6,292) (116,919]
Foreign exchange gains {21,375) {46,577) (181,141)
Reversal of unrealized losses on investments in securities - 1,409) -
Gains on sales of investments in securities - net {892) {3.420) {7.559)
Unrealized losses on investments in securities 336 1,383 2,847
Decrease (increase) in notes and trade accounts receivable (42,688) 9,141 (361,759)
Decrease (increase) in inventories [54,669) 21,554 (463,297)
Increase (decrease) in notes and trade accounts payable 168,071 (28,679) 1,424,328
Increase (decrease) in accrued income taxes 32,820 [423) 278.138
Other, net 25,166 {313y 213.264
Net cash provided by operating activities 274,634 46,381 2,327,409
Cash Flows from Investing Activities
Payments for short-term investments (889,825) (933.503) {7.540,888)
Proceeds from short-term investments 768,374 322,996 6,511,648
Payments for purchases of property, plant and equipment (B,144) (4.140) {52.07G)
Proceeds from sales of property, plant and equipment an 92 3,194
Payments for investments in securities {52.069) 9.173} {441,265)
Proceeds from investments in securities 6.174 13,340 52,321
Payments for investments in affiliates - (42} -
Other, net {1,485) 1,423 {12,585)
Net cash used in investing activities {174,603) (208,807} {1.479.687)
Cash Flows from Financing Activities
Payments for purchases of treasury stock {283) {25,227) {2,397)
Cash dividends paid (49.857) {34,943} {422.521)
Other, nat 3 3 24
Net cash used in financing activities {50,137 (60,167) (424,894)
Effect of exchange rate changes on cash and cash equivalents 21,704 47,004 163,933
Net increase {decrease) of cash and cash equivalents 71,588 {175,589) 606.761
Cash and cash equivalents at beginning of year 617,139 792,728 5,229,996
Cash and cash equivalents at end of year ¥688,737 ¥617,139 $56.838,757
Japanese Yen in Millions u.5. Dollars in Thousands (Note 1)
Years ended h:’la_r(.h 31, . L . 2007 2006 2007
Additional Cash Flow Informaticn
interest paid ¥0 ¥1 $2
Income taxes paid 96,324 74,854 816,308

See notes to consohdated financial statements
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Notes to Consolidated Financial Statements
Years ended March 31, 2007 and 2006

Note 1. 3asis of Preserting Consolidatec Financiai Statem nin

The azcompanying conschdated financial statements are prepared from the consolidated financial statements issued in Japan for
domesuc reporung purposes. Nintendo Co., Lid (the “"Company”) and its subsidianes in Japan maintain therr accounts and
records in accordance with the provisions set forth in the Japanese Commeraial Code and the Secunties and Exchange Law, and in
conformity with generally accepted accounting principles and practices in Japan, which are different in certain respects from the
apphcaton and disclosure requirements of International Financial Reporting Standards. Its overseas consolidated subsidiaries
maintain therr accounts in conformity with the generally accepted accounting principles and practices prevailing in the respecuve
courtnes of domicile and no adjustment has been made to their financial statements in consolidation to the extent that significant
differences do not occur, as allowed under the generally accepted accountung principles and practices in Japan.

The consclidated financial statements are not intended to present the consolidated financial position, results of operations and
cash flows in accerdance with accounting prinaiples and practices generally accepted in countnes and junsdictions other than
Japan.

in prepanng the accompanying consclhdated financial statements, certain reclassifications have been made to the consolidated
financial statements sssued domestically in order to present them in a form which 1s more familar to readers outside Japan.

The consohdated financial staterments presented heren are stated in Japanese yen, the currency of the country in which the
Compary 15 incarporated and operates The translations of Japanese yen amounts into U S. dollar amounts are included solely for
the convenience of readers outside Japan and have been made at the rate of ¥118 10 US$1, the approximate rate of exchange at
March 31, 2007. These translations should not be construed as representations that the Japanese yen amounts have been, could
have been or could in the future be, converted into U.S. dollars at this or any other rate of exchange.

Note 2. Significant Accounting Policies

A. Principles of Consolidation

The accompanying consolidated financial statements include the accounts of the Company and all of 1ts subsicharies (total 21 in
2007 and 20 1n 2006) except for 1n both 2007 and 2004. The equity method of accounting has been applied to 7 affiliates (out of
B n both 2007 and 2006). The remaining subsidiary and affiliate are immatenal and investments in them are carried at cost In the
accompanying consclidated balance sheets.

The amount of goodwill is fully amortized in the same fiscal year as incurred.

Valuations of assets and labiities of consolidated subsidianes are under market price method as of the acquisition date.

All significant intercompany transactions, accounts and unrealized profits have been eliminated in consolidation.

The armounts of certain subsidianes and affiliates have been included on the basis of fiscal penods ended within three months
pnor to March 31
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Notes to Consolidated Financial Statements
Years ended March 31, 2007 and 2006

B. Translation of Foreign Currency Items

In accordance with the Japanese Accounting Standards, short-term and long-term monetary receivables and payables
denominated in foreign currencies are translated into Japanese yen at the exchange rate in effect at the balance sheet date. The
foreign exchange gains and losses from translation are recognized in the accompanying consolidated statements of income.

With respect to financial statements of overseas subsidiaries, the balance sheet accounts are translated into Japanese yen at the
exchange rates in effect at the balance sheet date except for shareholders’ equity, which are translated at the histoncal rates. The
average exchange rates for the fiscal period are used for translation of revenue and expenses. The differences resulting from
translation in this manner are included in “Minority Interests” or “Translation adjustments” in the accompanying consolidated
balance sheets.

C. Cash and Cash Equivalents

“Cash and cash equivalents” include cash on hand, deposit which can be withdrawn on demand, time deposit with an original
maturity of three months or less and certain investments. Investments are defined as those that are easily accessible, with little risk
of fluctuation in value and the maturity date is within three months of the acquisition date.

D. Financial Instruments
Derivatives

All derivatives are stated at fair value, with changes in fair value included in the accompanying consolidated statements of
income for the period in which they arise.

Securities

Held-to-maturity debt securities are stated using amortized cost method on a straight-line basis.

Equity securities of non-consolidated subsidiary and affiliated company with equity methed non-applied are stated at cost.

Other securities for which market quotations are available are stated at fair value. Unrealized gains on other securities are
reported as "Unrealized gains on other securities” in Shareholders’ Equity at a net-of-tax amount, while unrealized losses on other
securities are included in the accompanying consolidated statements of income for the period.

Other securities for which market quotations are unavailable are stated at cost, determined by the moving average method
except as stated in the paragraph below.

In case where the fair value of held-to-maturity debt securities, equity securities issued by non-consofidated subsidiary and
affiliate, or other securities have declined significantly and such impairment of the value is not deemed temporary, those securities
are written down to the fair value and the resulting losses are included in the accompanying consolidated statements of income for
the period.

Under the Japanese Accounting Standards, trading securities and debt securities due within one year are presented as “current”
and all the other securities are presented as "non-current.”

E. Inventories
“Inventories” are stated at the lower of cost, determined by the moving average method, or market.

F. Property, Plant and Equipment

"Property, plant and equipment” are stated at cost. The Company and its consolidated subsidiaries in Japan compute
depreciation by the declining balance method over the estimated useful lives except for certain equipments depreciated over the
economic useful lives, The straight-line method of depreciation is used for buildings, except for structures, acquired on or after
April i, 1998. Overseas consolidated subsidiaries compuie depreciation of assets by applying the straight-line method over the
period of estimated useful lives. Estimated useful lives of the principal assets are as follows:

Buildings and structures: 3 to 60 years

G. Income Taxes

“Deferred income taxes” are recorded to reflect the impact of temporary differences between assets and fiabilities recognized
for financial reporting purposes and such amounts recognized for tax purposes. These deferred taxes are measured by applying
currently enacted tax laws to the temporary differences.



H. Retirement and Severance Benefits and Pension Plan

The Company and certain consolidated subsidianes are calculating the reserve for employees’ retirement and severance benehts
based on the projected benefit abligation and plan assets at the end of fiscal year.

Actuanal caleulation difference 15 processed collectively, manly in the accrued year.

In addition, because the Company’s plan assets exceeded the projected benefit obligation durng the current consohdated
accounting penod, Reserve for employee retirement and severance benefits are booked as prepaid plan assets in “Other assets”.

From the year ended March 31, 2006, the Company adepted the partial amendment of the Japanese Accounting Standards for
Employee Retrement and Severance Beneids. The effect by this applicaton for the year ended March 31, 2006 increased
"Operat ng ncome” and "income before income taxes and minenty interests” by ¥2,677 millhon.

At the Annual Gereral Meeting of Shareholders held on June 29, 2005, the discontinuance of the diectors and auditors
retirement allowance system was approved along with payment of a final allowance to incumbent directors and auditors as of June
29, 2005 Since the fina! allowances are to be paid at the time of reurement based on each director or auditor's tenure as of June
29, 2005, the amount is booked in “Nan-current accounts payable”

I. Research and Development and Computer Software

Expenses relating to research ard development activities are charged to the accempanying consolidated statements of ncome
as incurrzd

Computer software for the internal use included in "Other assets” 1s amortized using the straight-ine method over the estimated
useful hves

J. Leases

Under the Japanese Accourting Standards for leases, finance leases that are deemed to transfer ownership of the leased assets
to the lessee are to be capitalized, while other finance leases are permitted 10 be accounted for as operating lease transactions if
certain “as f capitalized” informatian 1s disclosed in the notes to the lessee’s financial statements.

K. Appropriations of Retained Earnings
Appropnations of retaired earmings are reflected in the consohdated financial statements for the following year upon
shareholders’ approval

L. Directers’ Bonuses

Effective as of the consohdated accounting penod ended March 31, 2007, the Company has adopted the Japanese Accounting
Standards for directors’ bonuses, issued on November 29, 2005. The impact on “"Operating income” and “Income before income
taxes and minarity interests” 1s minor.

The expenses amount incurred as directors’ bonuses is booked in "Other current habilibes” as a determinable hability,

M. Per Share Information

The computaticns of met income per share of common stock are based on the weighted average number of shares outstanding
exciuding the number of treasury stock dunng each fiscal year The average number of common stock used in the computaton for
the years ended March 31, 2007 and 2006 were 127,909 thousand and 128,827 thousand, respectively.

Cash dividends per share represent the amounts applicable to the respective years including dwvidends to be paid after end of
the fiscal year

Note 3. Supplemental Information on Cash and Cash Ecuivalents

The baance of "Cash and cash equivalents” includes loans on regurchase agreement secured by marketable securities with a
market value of ¥21,3460 midlion ($181,015 thousand) and ¥15,939 million as of March 31, 2007 and 2006, respectively



Notes to Consolidated Financial Statements
Years ended March 31, 2007 and 2006

Note 4. Short-term Investments and Investments in Securities

Other securities with market value included in "Investments in securities” as of March 31, 2007 and 2006 were as foliows;

¥

Japanese Yen in Millions U.$ Dollars in Thousands (Note 1)
Acquisitian cost Book value Difference Acquisttion cast Book value Difference

As of March, 2007 B
Securities whose book value on

the accompanying consolidated

balance sheets exceed

their acquisition cost

Equity securities ¥8,989 ¥22,257 ¥13,268 $76,182 $188,617 $112.435

Debt securities 57,615 59.071 1,456 488,261 500,601 12,340
Sub-total 66,604 B1,328 14,724 564.443 689,218 124,775
Securities whose book value on

the accompanying consolidated

balance sheets do not exceed

their acquisition cost

Equity securities 434 266 1168) 3,674 2,253 (1,421}

Debt securities 27.087 26.839 (248 229,552 227,453 (2,099}
Sub-total 27,521 27.105 (416) 233,226 229,706 (3,520}
Total ¥34,125 ¥108,433 ¥14,308 $797,669 $918,924 $121,255

¥

Japanese Yen in Millions

Acquisition cost Book value Difference

As of March, 2006
Securities whose book value on

the accompanying consolidated

balance sheets exceed

their acquisition cost

Equity securities ¥2,765 ¥18.726 ¥15,961

Debt securities 26.869 28,949 2,080
Sub-total 29,634 47 675 18,041
Securities whose book value on

the accompanying consolidated

balance sheets do not exceed

their acquisition cost

Equity securities 6,918 6.530 1389]
Sub-total 6,915 6,530 1389)
Total ¥36,553 ¥54,205 ¥17.652
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Book value of non-marketable securties in "Short-term investments” and "Investments in secunities” as of March 31, 2007 and
2006 were summanzed as follows:

¥ $

Japarese Yen n Milhons U 'S Dotlars in Thousands [Nate 1]
As of Marer 41 2007 2006 2007
(1) Held-to-maturity debt securities
Commercial paper ¥50,981 ¥46,982 §508.312
(2) Other securities
Preferred subscription certificate 5,000 10,000 42,373
Unhsted debt securities 77.342 6.874 231,115

Redernpuion schedule for other secunties with matunty and held-to-matunties debt secunties in “Short-term mvestments” and
‘Investments in secunues” as of March 31, 2007 and 2006 were as follows

¥

Japanese Yen in Millions U S Dollars in Thousands (Note 1)
As of Mar > 31 7 27007 2006 2007
Due within one year ¥115,972 ¥64,287 $882.810
Due after one year
through five years 57.262 18,517 485,271

Proceeds from sales of other secunities were ¥1,174 million ($9,948 thousand) and ¥13,940 million for the years ended March 31,
2007 and 2006, respectively. Gross realized gains on those sales were ¥892 million (37,559 thousand) and ¥3,654 millien for the
years erded March 31, 2007 and 2006, respectiveiy. No gross realized losses on those sales were recorded for the year ended
March 31, 2007. Gross realized losses on those sales were ¥234 million for the year ended March 31, 2005,

lnvestments n unconsohidated subsidianes and affiliates were ¥7,095 million {$40,128 thousand) and ¥6,264 million as of March
31, 2007 and 2006, respectively

Note 5. Derivatives

The Company and certain conschdated subsidianes enter into foreign exchange forward contracts and currency option
contracts

It s the Company’s policy to enter into dernivative transactions within the himits of foreign currency deposits, and not for
speculative purposes.

The Company has foreign exchange forward contracts to reduce nsk of exchange rate fluctuations and currency option contracts
to reduce nsk of exchange rate fluctuations and yizld improvement of short-term financial assets.

Foreign exchange forward contracts and currency option contracts bear risks resuiting from exchange rate fluctuations.
Counterparues to dernvative transactions are limited to high confidence level financial institutions, The Company does not
antiupate any nsk due to default.

Derwvative transactions entered into by the Company and certain consohdated subsidianes are made by the finance depantment
or the department n charge of financial matters. They are to be approved by the president and the director in charge of those
transactions of the Company. Subject consolidated subsicharies are to report transaction status on a regular basis to the director in
charge.

The Company had no denvative contracts outstanding at March 31, 2007 and 2006, respectively.
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Notes to Consolidated Financial Statements
Years ended March 31, 2007 and 2006

Note 6. Inventories
Losses incurred from the application of the lower of cost or market vatuation of inventories have been charged to "Cost of sales”

in the accompanying consolidated statements of income. These losses amounted to ¥6,215 million ($52,674 thousand) and ¥6,840
million for the years ended March 37, 2007 and 2006, respectively.

Note 7. Retirement and Severance Benefits and Pension Plan

The Company has a tax approved pension scheme and lump-sum severance payments plan which is a defined benefit plan.
Certain consolidated subsidiaries have defined contribution plans as well as defined benefit plans. The Company and certain
consolidated subsidiaries may also pay extra retirement allowance to employees.

Retirement benefit obligations as of March 31, 2007 and 2006 were as follows:

¥

Japanese Yen in Millions 1).5. Dollars in Thousands (Note 1}

As of March 31, 2007 2006 2007
a. Retirement benefit obligation ¥{21,382) ¥(20,340) $(181,206)
b. Plan assets 19,154 17,7118 162,326
<. Unfunded retirement benefit obligation (2,228) (2.821) {18,880)
d. Unrecognized actuarial difference 1,202 2,355 10,185
e. Unrecognized prior service cost 54 64 456
f. Net pension liability recognized in the consclidated

balance sheets 1972) {202} {8,239)
g. Prepaid pension cost 13,472) {3.097} [29.420)
h. Reserve for employees’ retirement and severance benefits ¥{4,444) ¥(3.299) ${37,658)
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Reurement benefit costs for the years ended March 31, 2007 and 2006 were as follows:

¥

|
‘ Japanese Yen wn Mithons U'S Dollars in Thousands (Note 1}
Years ended March 31, 2007 2006 2007
|
‘ a. Service cost ¥1,422 ¥1,333 $12,051
b. interest cast 704 620 5,963
| c. Expected return on plan assets 14901} 1342} {4,155)
| d. Amortization of actuarial difference 15} {2,237} {46)
| e. Amortization of prior service cost 77 10 658
| —_
I f. Retirement benefit cost 1,708 1616} 14 471
| g. Other 733 637 6.213
h. Tatal ¥7,441 ¥21 $20,684
Basis of calculation.
Year ended Warch 31, 2007
|
: a. Method of attributing benefits to years of service: Straight-line basis
b. Discount rate: 1.5% to 6.0%
c. Expected return rate on plan assets: 1.5% to 7.5%
d. Amortization years of prior service cost: 2 to 10 years
e. Amortization years of actuarial difference: Mainly fully amortized in the same fiscal year as incurred
Year ended March 31, 2006
a. Method of attributing benefits to years of service: Straight-line basis
b. Discount rate: 1.5% to 6.0%
c. Expected return rate on plan assets: 1.3% to 7.5%
d. Amaortization years of prior service cost: 9 to 10 years
e. Amortization years of actuarial difference: Mainly fully amortized in the same fiscal year as incurred

Note 8. Research and Development

Research and development costs incurred and charged to “Selling, general and administrative expenses” and "Cost of sales”
were ¥37,725 million ($319,704 thousand} and ¥30,597 million for the years ended March 31, 2007 and 2006, respectively.
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Notes to Consolidated Financial Statements
Years ended March 31, 2007 and 2006

Note 9. Income Taxes

The Company is subject to several Japanese taxes based on income, which, in the aggregate, result in a normal statutory tax
rate of approximately 40.6% for the years ended March 31, 2007 and 2006.

Significant components of deferred tax assets and liabilities are summarized as follows:

¥ $

Japanese Yen in Millions .S Dollars in Thousands {Note 1)

AsofMarch3l, 2007 2006 - 2007
Deferred tax assets:

Inventory - write-downs and

eliminations of unrealized profit ¥16,843 ¥8,513 $142.739

Research and development costs 14,281 12,167 121,026

Other accounts payable and accrued expenses 9,452 8,083 86,100

Accrued enterprise tax 5,140 3.375 52,037

Land 2,572 2,572 21,795

Unrealized losses on investments in securities 2,102 2,050 17,816

Depreciation i.813 1,398 15,362

Reserve for employees' retirement and severance benefits 1,698 1,187 14,386

Other 8,375 6,583 70,980
Gross deferred tax assets 63,276 45,918 536.241
Valuation allowance 611) (731} {5.185)
Total deferred tax assets 62,665 45,187 531,056
Deferred tax liabilities:

Unrealized gains on other securities {6,080) (7.325) (51.,524)

Undistributed retained earnings of subsidiaries and affiliates (4,347) (2,111} (35,837)

Other (2,193) (1.267) {18.581)
Total deferred tax liabilities 112,620 {10.703) {106,942)
Net deferred tax assets ¥50,045 ¥34 484 3424114

Reconciliations of the statutory tax rate and the effective tax rate for the years ended March 31, 2007 and 2006 are omitted,
since the difference is not more than five one-hundredth of the statutory tax rate.
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Note 10. Leases

The Company and certain cansolidated subsidianes lease computer equipment and other assets. Total lease payments under
finance I2ases net deemed to transfer ownership of the leased assets to the lessee for the years ended March 31, 2007 and 2006
were ¥237 millien (82,005 thousand) and ¥209 million, respectively

Pro forma information of leased assets under finance leases that do not transfer ownership of the leased assets to the lessee on
an “as f capitalized” basis as of March 31, 2007 and 2006 were as follows.

¥ $

Japanese Yen in Milliong U S Dollars in Thousands (Note 1)
As of March 31 2007 2004 2007
Acquisition cost ¥769 ¥637 $6,518
Accumulated depreciation 329 310 2,792
Net leased assets ¥440 ¥327 $3.726

Pro forma amounts of abhgations under finance leases that do not transfer ownership of the leased assets to the lessee on an
"as if capitalized” basis as of March 31, 2007 and 2006 were as follows:

¥ $

Japanese Yen in Millions U S Dollars in Thousands (Note 1)
As of March 3° 2007 2006 2007
Due within one year ¥196 ¥168 $1,660
Due after one year 244 158 2,066
Total ¥440 ¥327 $3.728

The mumimurm rental commitments under noncancelable aperating leases at March 31, 2007 and 2006 were as follows:

¥ $

Japanease Yen in Milions U S Dollars in Thousands (Note 1)
As of March 31 2007 2006 2007
Due within one year ¥643 ¥576 $5,453
Due after one year 3,733 3,363 31.634
Total ¥4,376 ¥3,939 $37.087

Depreciation expenses which are not reflected in the accompanying consolidated statements of income, computed by the
straight-line method were ¥237 million {$2,005 thcousand} and ¥209 millon for the years ended March 31, 2007 and 2006,
respectively
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Note 11, Litigation

The Commission of the European Communities announced to impose a fine of EUR14% million on October 30, 2002 referring
that Nintendo’s past trade practices in Europe until 1998 fell upon "limitation of competition within the EU common market” which
is prohibited by Article 81 in the EU treaty.

The Company and its consolidated subsidiary found this fine to be unjustly high and appealed to the Court of First Instance of
the European Communities on January 16, 2003. The legal procedure is now under way.

Note 12. Subsequent Events

At the Annuai General Shareholders Meeting held on June 28, 2007, sharehalders of the Company approved the year-end cash
dividends proposed by the Board of Directors of the Company as follows:

¥

Japanese Yen in Millions U.S. Dollars 1n Thousands (Note 1}

Year-end cash dividends, ¥620 {$5.25) per share ¥79,300 $672,033

Note 13. Related Party Transactions

The transactions with 2 company, “Shigureden”, in Kyota, Japan, in which Mr. Hirashi Yamauchi, one of the Company's principal
shareholders, directly owns the whole voting rights were as follows:

¥ $

Japanese Yen in Millions U.S. Dollars in Thousands (Note 1)
As of March 31, 2007 2006 2007
Accounis receivable trade ¥1 - t3 R
Accounts payable 5 - 45

¥

lapanese Yen in Millions LS. Dallars in Thousands (Note 1}
Years ended March 31, 2007 2006 2007
Sales of the Company products ¥15 - $125
Fees for trademarks, etc. 16 . 136

Terms of sales are the same as those available generally and upon consideration of the market price. Trademarks and
publications of “Shigureden” are used in the Company's software for sale and the fees for the usage are determined by terms
generally available.



Note 14. Sogr-cn o o e

A. Segment Information by Business Categories
Because the Company and its consolidated subsidianes operate predominantly in one industry segment which accounts for over
90% of total net sales, operating income and total assets, this information s not required,

B. Segment Information by Seller’s Location

¥

Japanese Yen in Millions
Elminations

Japan The Amencas Europe Chher Total or Lonso!dated
Year enged Marcr 31 2007 B corporate o
Net sales and operating income
Net sales

Sales to third parties ¥330,466 ¥352,378 ¥266.156 ¥16,614 ¥965,614 - ¥965,614

Inter segment sales 567,071 2,345 16 122 569,554  ¥(568,554)

Total net sales 897,537 354,723 266,172 16,738 1.93%.163 {569,554} 965,614
Operating expenses 683,183 340,023 248 8886 16,818 1,288,910 {548,238} 738,67
Operating income ¥214,354 ¥14,700 ¥17.286 ¥(B2)  ¥246,258 ¥{20.315)  ¥225,943
Total assets ¥1,335,290 ¥247 508 ¥157,054 ¥15,24B  ¥1,755200  ¥{179,603] ¥1,575597

Japanese Yen in Mihons
E! minatians
Japan The Amencas Europe Gther Total or Cansahdateg
Year erded Manr 37 2006 corEuc_rate o
Net sales and operating income
Net sales

Sales ta third parties ¥161,508 ¥210,494 ¥129,869 ¥6,956 ¥508,827 . ¥508,827

Inter segment sales 249,751 1,997 9 78 251,835  ¥[251,B39)

Total net sales 411,259 212,40 129,878 7.034 760,862 (251.835) 508.827
Operating expenses 328,77 211,181 128,522 6,922 676,366 [258,762) 417,604
Operating income ¥81,488 ¥1,340 ¥1,356 ¥112 ¥84,296 ¥6,927 ¥31,223

Total assets ¥375,212 ¥145.475 ¥68,729 ¥3,151  ¥1,192 867 ¥(31.964} ¥1,160,703

™
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Notes to Consolidated Financial Statements

Years ended March 31, 2007 and 2006

Year ended March 31, 2007

Net sales and operating income
Net sales

Sales to third parties

Inter segment sales

Total net sales
Operating expenses

Operating income

Total assets

$

1).5. Dollars »n Thousands {Note 1)

Eliminations
Japan The Americas Europe Cther Total ar Consalidated
corporate
$2,800,558  §2,986,265 §2,255.,559 $140,800 $8.183,173 $8,183,173
4,805,689 19.874 136 1,028 4,826,727 §(4,826,727)
7,806,248 3.006.129 2,255,695 141,828 13,009,800 (4,826.727)  8.183.173
5,788,687 2,881,551 2,109,201 142,526  10.922.965  {4,654.564) 6,268,401
$1,816,561 $124.578 $146,494 ${698) $2.086,935 $(172,163) 81,914,772
$11,316.864 $2,087,528  §1,330,970 $129,218 $14,874,580 $(1,522,061) $13,352,518
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C. Sales to Overseas Customers

Year ended March 31, 2007

Sales to overseas customers

Consolidated net sales

Year ended March 31, 2006

Sales to overseas customers

Consolidated net sales

Year ended March 31, 2007

Sales to overseas customers

Consolidated net sales

¥

Japanese Yen in Millions

The Americas Europe Other Total
¥353.243 ¥766,205 ¥23,6G2 ¥643,050
¥965,614

Japanese Yen in Millions

The Amencas Europe Other Tatal
¥211,195 ¥129,885 ¥11,531 ¥352,611
¥508.827

U S Dollars in Thousands (Note 1)

The Amencas Europe Other Total
$2,993,583 $2,255,975 $z200,021 $5,449,579
$8,183,173
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Corporate Information
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Satoru iwata*
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Yoshihiro Mori*
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Principal offices and
facilities [Domestic]

Corporate Headquarters
11-1, Kamitoba hokotate-cho,
Minami-ku,

Kyoto 601-8501,

Japan

Tel : 81-75-662-9600

Plants

Uji Plant

Uji Okubo Plant

Uji Ogura Plant (Nintende Service
Center)

Offices and Distribution Center
Tokyo Branch Office

Osaka Branch Office

Nagoya Office

QOkayama Office

Sapporo Office

Tokyo Distribution Center

Principal consolidated
subsidiaries [Overseas]

Nintendo of America Inc.,
4820 150th Avenue N.E,
Redmaond, WA $8052
US.A,

Tel : 1-425-882-2040

Nintendo of Canada Ltd.
110-13480 Crestwood Place
Richmand, B.C. V&V 219
Canada

Tel : 1-604-279-15C0

Nintendo of Europe GmbH
Nintendo Center

63760 GroBostheim,
Germany

Tel : 49-6026-950-C

Nintendo France S.A.R.L.
Le Mentaigne 6,

boulevard de I'Oise 95031,
Cergy Cedex

France

Tel : 33-1-34-35-46-00

Nintendo Espafa, 5.A.
Azalea, 1-Edificio D

Minipare 1-E! Soto de la Moraleja
28109 Alcobendas

Madrid, Spain

Tel : 34-917-886-400

Nintendo Benelux B.V.
Krijtwal 33, 3432 ZT
Nieuwegein,

The Netherlands

Tel : 31-30-6097100

Nintendo Australia Pty. Ltd.
804 Stud Road Scoresby,
Victoria 3179,

Australia

Tel : 61-3-9730-9900

Nintendo of Korea Co., Ltd.

GS Tower Building 37F, 679, Yeoksam-

dong, Gangnam-gu,
Seoul, 135-985,
South Korea

Tel : 02-2191-1700

Branch offices [Overseas]

Nintendo Benelux B.V.,
Belgium Branch
Frankrijklei 31-33

B-2000 Antwerpen,
Belgium

Tel : 32-3-2247670

Nintendo of Europe GmbH,
UK Branch

Quadrant,

55-57 High Street, Windsor,
Berkshire SL4 1LP,

U.K.

Tel : 44-1753-483-700
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Nintendo of Europe GmbH,
Italy Branch

Via Pelizza da Volpedo no. 51/53
Cinisello Balsamo,

20092 Milano

Italy

Tel: 39-02-61117-100

Other consolidated
subsidiaries

Domestic:
ND CUBE Co., Ltd.
Brownie Brown [nc.

QOverseas:

NES Merchandising Inc,

NHR Inc.

HF! Inc.

Nintendo Phuten Co., Ltd.

Nintendo Technology
Development Inc.

Nintendo Software Technology
Corporation

SiRAS.com Inc.

Retre Studios, Inc.

Nintendo (Hong Kong) Ltd.

Nintendo Research, Inc.

Non-consolidated subsidiary
with equity method
non-applied

Domestic:
Fukuei Co., Ltd.

Affiliated companies with
equity method applied

Domestic:
The Pokémon Company
WARPSTAR, Inc.

Overseas:

Silicon Knights Inc.

AiLive Inc. {(formerly “iKuni Inc.”)
iQue Ltd.

iQue (China) Ltd.

The Baseball Club of Seattle, LP.

Affiliated company with
equity method non-applied

Domestic:
Ape inc.
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